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THE Untrep States TRADE-Mark Association? 


522 Fifth Avenue, New York, N. Y. 


An Organization for the 
Protection of Trade-Marks and Trade Names 


The United States Trade-Mark Association, organized in 1878 and incorporated 
in 1887 as a non-profit organization under the laws of the State of New York, 
performs the following services for its members: 


LIBRARY OF TRADE-MARK INFORMATION 


During its sixty-three years of existence the Association has been accumulating compre- 
hensive records, files and a general library of information on trade-mark matters. Members or 
their counsel have access to these records at any time. 


DISTRIBUTION OF TRADE-MARK INFORMATION 


From the trade-mark data on hand and constantly being gathered on state, federal and foreign 
law enactments, rules and regulations of administrative bodies, court decisions, articles and 
addresses by authorities, the Association by means of its formal publications, such as “The Trade- 
Mark Reporter,” “Master Index and Digest to the Trade-Mark Reporter (1911-1936),” and 
frequent “Legal Reports,” distributes valuable and timely trade-mark information and discussion 
among its members. 


LEGISLATIVE ACTIVITIES 


In all cases where manufacturers are confronted by proposed state, federal or foreign trade- 
mark laws, rules and regulations of administrative bodies or laws deemed adverse to their 
interests, the Association places its facts and findings at the disposal of the trade-mark owners 
concerned so that they can point out to lawmakers and others the harmful features and effects of 
such measures. Conversely, the same procedure is followed for measures deemed beneficial and 
constructive. 


SPECIAL SERVICES 


In addition to the foregoing general services, the Association is prepared to perform various 
special services free for members, or at cost when outlays of money or unusual expenditures 
of the staff’s time are involved. 

These special services consist of investigations of fact, trade-mark searches, notifications, filing 


and publication of slogans and all similar matters which do not involve or imply the practice 
of law. 


SOUND POLICIES AND PRACTICES 


The activities of the Association are at all times planned and supervised by a strong Board 
of Directors composed of important trade-mark owners whose efforts are supplemented and 
guided by able committees composed of business men and trade-mark attorneys. This makes 
the Association’s services of exceptional value to members. 
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TRADE-MARKS AND UNFAIR COMPETITION 


PART I 


EARLY ENACTMENT OF LANHAM BILL ANTICIPATED 


At the Congressional hearing on H. R. 5461 last November, a so-called Com- 
mittee Print of November 4, 1941, was distributed and discussed in which were 
embodied various suggestions made by the American Bar Association and other 
groups. In the main, the Committee Print followed the previously proposed Bill 
which had been prepared by the Coordination Committee, consisting of the National 
Association of Manufacturers, the United States Trade-Mark Association, the Asso- 
ciation of National Advertisers, the New York City Bar Association and other 
groups. 

Congressman Lanham’s Subcommittee has now concluded its study of those 
further recommendations which were proposed at the hearings and since that time. 
The result of the Committee’s deliberations is S. 895, which now appears on the 
Union Calendar under No. 818. S. 895 was reported out on June 25, 1942, together 
with Report No. 2283, and will now be submitted to the Subcommittee of the Senate 
Committee on Patents, and, upon getting that body’s approval, be introduced both 
in the House and Senate for final passage. 

In reporting out S. 895, Congressman Lanham states that the purpose of the Bill 
is “to place all matters relating to trade-marks in one statute and to eliminate judicial 
obscurity, to simplify registrations and to make it stronger and more liberal .. . .” 
He also emphasizes that one of the aims of the new Bill is to enable the United 
States to live up to its obligations under the various Inter-American Conventions, 
and thus to eliminate these sources of friction with our Latin-American friends. 

Of the few major changes which have found their way into S. 895, we desire to 
call attention to Section 32(2) which is entirely new and aims at protecting the 
editors of newspapers, magazines or periodicals against an infringement suit in 
situations where the alleged infringement, an advertisment, for instance, was printed 
innocently and in apparent good faith. The Subcommittee has also added in Section 
2 a provision prohibiting the registration as a trade-mark of the name, signature or 
portrait of a deceased President of the United States during the lifetime of his 
widow, except with her written consent. A similar proviso is found in the present 
Act of 1905, but did not appear in the Coordination Committee draft or in H. R. 
5461. 

The language of Sections 32 and 33 dealing with remedies, as well as that of 
Sections 14 and 15 regarding incontestability, has been revised by the Committee in 
accordance with suggestions agreed upon by those present at the Congressional hear- 
ings and by the majority of other groups not represented there. 

The Lawyers’ Advisory Committee of the United States Trade-Mark Associa- 
tion, at a meeting on July 10, 1942, expressed its unanimous endorsement of S. 895 
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in its present form, and suggested to Congressman Lanham only the following two 
changes.* 


1. It is recommended to add to Section 4, page 8, line 13, the following sentence: “The 
Commissioner may establish a separate register for such collective marks and certification 
marks.” It was the sense of the Committee that, by thus adding a separate register for 
these marks, they would be put on the same footing as service marks for which a separate 
register is provided in Section 3. 


2. The Committee was of the opinion that the definition of “collective marks” in 

Section 45, page 58, line 13, is not sufficiently clear and that lines 13 and 14 be changed 

so as to read as follows: “Each of the terms ‘collective mark’ or ‘certification mark’ 

means a mark used upon or in connection with the product or services of one or more 

persons other than the owner of the mark... .” 

In accordance with the resolution passed by the Lawyers’ Advisory Committee, 
the following letter was sent to Congressman Lanham by Mr. A. R. Wendell, Vice- 
President of the United States Trade-Mark Association : 

July 27, 1942. 

Hon. Fritz G. LANHAM, 


House of Representatives, 
Washington, D. C. 


My dear Congressman Lanham: 


It is my privilege to inform you of the recent action taken by the 
Lawyers’ Advisory Committee of our Association with regard to S. 895 as 
reported out by you on June 25, 1942. 

As you may gather from the minutes of the meeting of said Committee, 
copy of which I am attaching hereto, the meeting was exceptionally well 
attended, and careful consideration given to S. 895 in its present form and 
the accompanying Report No. 2283. As will appear from the minutes, the 
Committee unanimously resolved to go on record as being in complete agree- 
ment with S. 895, except for two suggested changes in Sections 4 and 45, as 
set forth in greater detail on page 2 of the minutes. 

The attention of the Lawyers’ Advisory Committee was called to certain 
recommendations made in letters addressed to you by Messrs. Edward S. 
Rogers, Karl Fenning and Chauncey P. Carter, and it was the sense of the 
Committee that our Board recommend to you and the members of your Sub- 
committee the correction of certain clerical errors mentioned in those letters, 
as well as a few other minor changes which the Committee recommends on 
page 3 of the minutes. 

It is our hope and belief that the Lanham Bill, when enacted into law, will 
serve as an instrument for effective and uniform trade-mark protection, will 
further our commercial relationship with the Latin-American republics and 


* The Section of Patent, Trade-Mark and Copyright Law of the American Bar Association 
at its annual meeting at Detroit on August 24, 1942, has approved these amendements which 
were presented to the group by the A. B. A. Committee Chairman, Mr. Wallace H. Martin, who 
had participated in the deliberations of the Lawyers’ Advisory Committee of the United States 
Trade-Mark Association at its meeting on July 10, 1942. Further particulars concerning the 
meeting of the American Bar Association will be published in the next issue of the Reporter. 
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will, in brief, accomplish the aims so admirably set forth in your Report No. 
2283. 

In the name of our Lawyers’ Advisory Committee and our Board of 
Directors, permit me to congratulate you and the members of your Subcom- 
mittee on the splendid work you have done in perfecting the Lanham Bill and 
clearing the way for its final passage 

Very sincerely yours, 
Tue UNITED STATES TRADE-MARK ASSOCIATION, 
ARTHUR R. WENDELL, 


Vice-President. 
arw/j 


Congressman Lanham replied to Mr. Wendell’s letter as follows: 


July 28, 1942. 
Mr. ARTHUR R. WENDELL, Vice-President, 
The United States Trade-Mark Association, 
522 Fifth Avenue, 
New York, New York. 


Dear Mr. Wendell: 


Thank you very much for your letter of July 27 and enclosure. I am 
glad to have the information you have given, and I am grateful for your 
gracious words. It is my hope that when the present informal recess of the 
House of Representatives is over, I can get this bill in good shape for passage 
in the House and final enactment. 

With cordial good wishes, I am 

Very sincerely yours, 
(Signed) Fritz G. LANHAM. 


There would thus seem to be every hope for final action on the Lanham Bill by 
both Houses this fall. 


ERIE v. TOMPKINS: IN RELATION TO THE LAW OF TRADE-MARKS 
AND UNFAIR COMPETITION* 


By Sergei S. Zlinkoff 


The far-reaching significance of the United States Supreme Court decision, Erie 
Railroad Co. v. Tompkins,’ has been commented upon by courts and writers.? In 


* Note——Certain portions of this article not deemed necessary to its full understanding have, 
with the author’s permission, been omitted.—Eb. 
1. 304 U. S. 64 (1938) 


2. Shulman, The Demise of Swift v. Tyson (1938), 47 Yale Law Jour. 1336, and McCormick 
and Hewins, The Collapse of “General” Law in the Federal Courts (1938), 33 Illinois Law Rev. 
126, are the best of the general background articles. A series of Notes, Developments in the 
Doctrine of Erie Railroad Co. v. Tompkins, I, I1 (1941-2), 9 Univ. of Chicago Law Rev. 113, 
308, contain an excellent summary of the major developments in the field. Among the articles 
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the four years that have elapsed since its promulgation, it has been cited in over six 
hundred federal court cases and it has probably played a determinative rdle in about 
half of this number. The Supreme Court itself has taken the opportunity to write 
nineteen full-length opinions dealing with the ramifications of the original ruling.* 
It would be difficult to find a single doctrine that has in recent years received from 
the Supreme Court as frequent, as insistent, and as multi-faceted an exposition as 
that laid down in the Erie case. 

The relationship of the Erie case to the law of trade-marks and unfair competi- 
tion presents not one but a series of interrelated problems, particularly vital because 
of the role that trade symbols play in our advertising-conscious economy.* And 
this relationship is one that is made particularly intricate by the background and in- 
herent peculiarities of the law of trade-marks and unfair competition. 

Some idea of the difficulties presented in dealing with the subject may be obtained 
by posing the following questions: 

Are all cases of trade-marks and unfair competition to be resolved by reference 
to “state” law, or is there to be a differentiation between cases involving trade- 
marks registered under the Trade-Mark Acts, and those not so registered? Will 
there be differences in the applicable law depending upon whether the marks in 
question are registered under the 1905 Act or the 1920 Act? Will the “remedies” 
provided for by the Trade-Mark Act be governed by federal law, whereas the de- 
termination of the “rights,” upon the basis of which the remedies are invoked, are 
controlled by state law? Will the fact that the marks in litigation, although not 
registered, are being used in interstate commerce, have any bearing upon the choice 
of governing law? And if “state” law is deemed applicable, what will happen when 
the alleged wrongful conduct is being “committed” simultaneously in perhaps forty- 
eight states? Suppose claims are asserted under the Trade-Mark Acts and also 
under either the common law of trade-marks or unfair competition, will there be 


treating special problems are: Note, After Erie Railroad v. Tomkins: Some Problems in “Sub- 
stance” and “Procedure” (1938), 38 Columbia Law Rev. 1472; Tunks, Categorization and Fed- 
eralism: “Substance” and “Procedure” After Erie R. Co. v. Tompkins (1939), 34 Illinois Law 
Rev. 271; Note, Application by Federal Courts of State Rules on Conflict of Laws (1941), 41 
Columbia Law Rev. 1403. 

3. Ruhlin v. New York Life Ins. Co., 304 U. S. 202 (1938) ; Wichita Royalty Co. v. City 
National Bank of Wichita Falls, 306 U. S. 103 (1939); Board of County Comm’rs v. United 
States, 308 U. S. 343 (1939) ; Cities Service Oil Co. v. Dunlap, 308 U. S. 208 (1939) ; Thompson 
v. Magnolia Petroleum Co., 309 U. S. 478 (1940) ; Deitrick v. Greaney, 309 U. S. 190 (1940) ; 
Russell v. Todd, 309 U. S. 280 (1940) ; Fidelity Union Trust Co. v. Field, 311 U. S. 169 (1940) ; 
West v. American Telephone & Telegraph Co., 311 U. S. 223 (1940) ; Six Companies of Cali- 
fornia v. Joint Highway District, 311 U. S. 180 (1940) ; Stoner v. New York Life Ins. Co., 311 
U. S. 464 (1940) ; Vandenbark v. Owen Illinois Glass Co., 311 U. S. 538 (1940); Moore v. 
Illinois Central Railroad Co., 312 U. S. 630 (1941); Rawlings v. Ray, 312 U. S. 96 (1941) ; 
Royal Indemnity Co. v. United States, 313 U. S. 289 (1941); Klaxon Co. v. Stentor Electric 
Mfg. Co., Inc., 313 U. S .487 (1941) ; D’Oench, Duhme & Co., Inc. v. Federal Deposit Ins. Corp., 
62 Sup. Ct. 676 (1942) ; Pecheur Lozenge Corp. v. National Candy Co., 62 Sup. Ct. 853 (1942) ; 
Prudence Realization Corp. v. Geist, 62 Sup. Ct. 978 (1942); Mishawaka Rubber & Woolen 
Mfg. Co. v. S. S. Kresge Co., 62 Sup. Ct. 1022 (1942). 

4. “The protection of trade-marks is the law’s recognition of the psychological function of 
symbols. If it is true that we live by symbols, it is no less true that we purchase goods by 
them. .. . The creation of a market through an established symbol implies that people float on a 
psychological current engendered by the various advertising devices which give a trade-mark its 
potency.” Frankfurter, J., in Mishawaka Rubber & Woolen Mfg. Co. v. S. S. Kresge, 62 Sup. 
Ct. 1022, 1024, 1025 (1942). 
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one governing body of law or will a differentiation be made between the applicable 
law in resolving the claims presented, although they may be factually inextricably 
interwoven? Will a difference in the basis of a federal court’s jurisdiction— 
diversity of citizenship or the Trade-Mark Acts—produce different answers to the 
questions propounded and what happens when both bases of jurisdiction are in- 
voked in support of a particular claim? 

In order to resolve these and kindred questions, it is necessary first to study the 
background and development of the Erie doctrine, and then in the light of the per- 
spective thus acquired, to examine the relevant and peculiar characteristics of the 
law of trade-marks and unfair competition. Each of these fields must be surveyed 
and understood, if a proper evaluation of their interrelation is to be attained. 


I. Tue Erte CAse IN RELATION TO THE COMMON LAW OF TRADE-MARKS AND 
UNFAIR COMPETITION 


Following Swift v. Tyson*® there had been an increasing divergence in the rules 
of law applied by the federal and state courts to cases similar on their facts and 
differing only in that diversity of citizenship gave the federal court jurisdiction over 
one but not the other. The Erie case was utilized by the Supreme Court as a vehicle 
for the unequivocal removal of this evil and the rejection of its source in the friction- 
creating principles set forth in the Swift case. 

After reviewing the turbulent history of the Swift decision in the courts and at 
the hands of scholars, Mr. Justice Brandeis, speaking for the majority of the 
court, concluded: 


If only a question of statutory construction were involved, we should not be prepared 
to abandon a doctrine so widely applied throughout nearly a century. But the unconsti- 
tutionality of the course pursued has now been made clear and compels us to do so. 

Except in matters governed by the Federal Constitution or by Acts of Congress, the 
law to be applied in any case is the law of the State. And whether the law of the State 
shall be declared by its Legislators in a statute or by its highest court in a decision is not 
a matter of federal concern. There is no federal general common law. Congress has no 
power to declare substantive rules of common law applicable in a State whether they be 
local in their nature or “general,” be they commercial law or a part of the law of torts, 
And no clause in the Constitution purports to confer such a power upon the federal courts.” 


The question of whether the Erie doctrine is based upon constitutional necessity 
or upon an interpretation of the Rule of Decisions Acts,® bears directly upon the 


5. 16 Pet. 1 (U.S. 1842). 

6. Mr. Justice Brandeis in his opinion in the Erie case has collated all the copious writings 
occasioned by Swift v. Tyson. See 304 U. S. 64, 72-74, n. 3-8, and 77, n. 20-22. 

7. Id. at 77-78. (Throughout the article italics are the writer’s unless otherwise indi- 
cated.) Mr. Justice Brandeis’ views as to the constitutional necessity for overruling the Swift 
case commanded the support of five justices (Hughes, Brandeis, Stone, Roberts and Black). 
McReynolds and Butler dissented ; Justice Cardozo took no part, and Mr. Justice Reed concurred 
in the Court’s decision but dissented from the majority opinion in so far as “it relies upon the 
unconstitutionality of the ‘course pursued’ by the Federal courts.” Jd. at 90. But cf. Mr. Justice 
Reed’s opinion for a unanimous Court in the Ruhlin case, discussed infra, p. 958. 

8. Rev. Stat. § 721 (1875), 28 U. S. C. § 725 (1941), provides: “The laws of the several 
States, except where the Constitution, treaties, or statutes of the United States otherwise require 
or provide, shall be regarded as rules of decision in trials at common law, in the courts of the 
United States, in cases where they apply.” 
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question of whether or not equity actions as well as law actions are to be governed 
by state rather than federal law. This general problem is of particular importance 
in an analysis of the relationship between the Erie case and the field of trade-marks 
and unfair competition, because of the fact that the equity suit is the typical frame- 
work in which claims of this category are asserted. 

Although equity actions are not expressly covered by the language of the statute, 
the Supreme Court only a week after the Erie case, handed down its decision in 
Ruhlin v. New York Life Insurance Co.” That was an action to rescind certain 
policies on the ground of misrepresentation and the basic questions involved the 
construction of the instruments. Holding that the federal court should have re- 
solved the questions on the basis of the applicable state law, Mr. Justice Reed—who 
in the Erie case had dissented from Justice Brandeis’ views upon the constitutional 
necessity of overruling the Swift decision’*°—writing for an unanimous Court, said: 

The decision in Erie R. Co. v. Tompkins . . . goes further, and settles the question of 
power. The subject is now to be governed, even in the absence of state statute, by the 


decisions of the appropriate state court. The doctrine applies though the question of con- 
struction arises not in an action at law, but in a suit in equity. 


This language on its face makes the Erie doctrine as applicable to equity suits 
as law actions. The lower federal courts have generally so interpreted the Ruhlin 
case, and have decided a variety of equitable actions and issues upon the basis of the 
equity laws of the states.” 


If the basis of the Erie doctrine be one of power, i.e., constitutional necessity— 


as is indicated by the language of Mr. Justice Reed—then there would appear to be 
no basis for distinguishing between law and equity actions, since there is no greater 
constitutional grant of powers to the federal courts in equity actions as contrasted 
with law actions.** Some remarks of Mr. Justice Stone in Russell v. Todd,* how- 
ever, have recently been referred to by Mr. Justice Jackson as indicating that the 


scope of the applicability of the Erie doctrine to equity cases does not seem “to have 
been definitely settled.’”* 


But whether or not all equitable actions and remedies where the jurisdiction of 
the federal court is based on diversity of citizenship are governed by state law, the 


9. 304 U. S. 202 (1938). 

10. See note 7 supra. 

11. 304 U. S. 202, 205 (1938). 

12. E.g., RFC v. Teter, 117 F. (2d) 716 (C. C. A. 7th, 1941); General Petroleum Corp. 
v. Dougherty, 117 F. (2d) 529 (C. C. A. 9th, 1941) ; Prudential Ins. Co. of America v. Land 
Estates, 110 F. (2d) 617 (C. C. A. 2nd, 1940) ; Fidelity & Guaranty Fire Corp. v. Bilquist, 108 F. 
(2d) 713 (C. C. A. 9th, 1940) ; Tulsa City Lines, Inc. v. Mains, 107 F. (2d) 377 (C. C. A. 10th, 
1939). Note in this connection the decision of the Supreme Court in Cities Service Oil Co. v. 
Dunlap, 308 U. S. 208 (1939), where state rules as to burden of proof upon the issue of bona fide 
purchaser for value in an equitable action to cancel deeds were held binding on the federal court. 

13. U.S. Const., Art. III, § 2: “The judicial Power shall extend to all Cases, in Law and 
Equity, arising under this Constitution. .. .” 

14. See 309 U. S. 280, 287, 294 (1940). The dicta in question pointed out that § 34 did not 
expressly cover equity actions and merely indicated that there was no necessity in the case before 
the court “. . . to consider the extent to which federal courts, in the exercise of the authority 
conferred upon them by Congress to administer equitable remedies, are bound to follow state 
statutes and decisions affecting those remedies.” Jd. at 294. 

15. See D’Oench, Duhme & Co., Inc. v. Federal Deposit Insurance Corp., 62 Sup. Ct. 676, 
683, n. 3 (1942). 
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decisions of the Supreme Court conclusively established that the Erie doctrine does 
apply to equitable suits or remedies based upon underlying “legal” rights.”® 

The pertinency -of this line of cases to the relation between the Erie case and 
trade-mark law will be readily comprehended when it is recalled that, traditionally, 
equitable claims in trade-mark and unfair competition actions have been viewed as 
suits to enforce “legal” rights.’ Thus it becomes clear that the form of the action— 
legal or equitable—is not a factor that should be considered in determining the scope 
of the application of the Erie doctrine to this field of law. 

Real illumination of the subject, however, is to be found in an analysis of the 
basic policy underlying the Erie decision. As Mr. Justice Brandeis saw it, the vice 
of the Swift v. Tyson doctrine, which was to be eliminated, was that it 


. . introduced grave discrimination by non-citizens against citizens. It made rights en- 
joyed under the unwritten “general” law vary according to whether enforcement was 
sought in the state or in the federal court; and the privilege of selecting the court in 
which the right should be determined was conferred upon the non-citizen. Thus, the 
doctrine rendered impossible the equal protection of the law.1® 


The same theme is to be found constantly reiterated in almost every decision of 
the Supreme Court applying the Erie doctrine.* The basic policy underlying these 
decisions makes it clear that one class of trade-mark and unfair competition cases 
unmistakably comes within their scope, namely, the ordinary common law trade- 
mark and unfair competition action, wherein the jurisdiction of the federal court is 
predicated upon diversity of citizenship. 

It is true that the application of the Erie doctrine to this type of action may 
mean that an unusually large and important body of jurisprudence will perhaps be 
relegated to the scrap heap, but this is an effect which the discarding of Swift v. 
Tyson must have upon many fields of law. Undoubtedly, in the domain of trade- 


16. West v. American Telephone & Telegraph Co., 311 U. S. 223, 236 (1940); Russell v. 
Todd, 309 U. S. 280, 289 (1940); Ruhlin v. New York Life Insurance Co., 304 U. S. 202 
(1938). 

17. See, e.g., Menendez v. Holt, 128 U. S. 514, 523 (1888) ; Fullwood v. Fullwood, 9 Ch. D. 
176, 178, 1878) ; Nims, Unfair Competition and Trade-Marks (3rd ed. 1929), 1019 (“Trade- 
mark and unfair competition cases are brought in aid of legal right’). 

18. 304 U. S. 64, 74 (1938). <A glaring example of the evil involved may be seen by com- 
paring Putnam Nail Co. v. Bennett, 43 Fed. 800 (D. Pa. 1890) (bronzing heads of nails unfair 
competition with plaintiff), with Putnam Nail Co. v. Dulaney, 140 Pa. 205, 21 Atl. 391 (1890) 
(same facts, yet state court held plaintiff not entitled to any relief). 

19. E.g., “It is inadmissible that there should be one rule of state law for litigants in the state 
courts and another rule for litigants who bring the same question before the federal courts owing 
to the circumstance of diversity of citizenship.” Hughes, C. J., in Fidelity Union Trust Co. v. 
Field, 311 U. S. 169, 180 (1940) ; “But the obvious purpose of Section 34 of the Judiciary Act is 
to avoid the maintenance within a state of two divergent or conflicting systems of law, one to be 
applied in the state courts, the other to be availed of in the federal courts, only in case of diversity 
of citizenship.” Stone, J., in West v. American Telephone & Telegraph Co., 311 U. S. 223, 236 
(1940). 

Likewise the criticism of the Swift case in periodicals is epitomized by Professor (now Mr. 
Justice) Frankfurter’s comments in his noted article, Distribution of Judicial Power Between 
United States and State Courts (1928), 13 Corn, L. Q. 499, 526-527: “It results in two inde- 
pendent lawmakers within the same state emitting conflicting rules concerning the same trans- 
actions. The fortuitous circumstances of residence of one of the parties at the time of suit 
determines what rule is to prevail in a particular litigation.” 
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marks and unfair competition, the loss of this important body of decisional law will 
be keener and greater than is likely to occur in most other fields, due to the fact 
that the federal courts have been the usual forum for such litigation, and as a conse- 
quence the decisional law of the various states upon these subjects is incomplete and 
inadequate. But the mere desire to preserve this particular body of federal juris- 
prudence from discard affords no affirmative basis for authorizing a federal court to 
continue to maintain it separate and distinct from the rules laid down in the courts 
of the state where the federal court is situated, in disregard of the sound policy 
considerations underlying the Erie doctrine. 

The Supreme Court showed how strongly it regarded “local law” as governing 
common law trade-mark and unfair competition actions, in the recent case of 
Pecheur Lozenge Co., Inc. v. National Candy Co., Inc.® That case involved a 
claim of infringement as between the unregistered common law marks “Pay Roll” 
and “Cash Roll” as applied to candy wafers. The parties apparently raised no claim 
that local law governed the action, the jurisdiction over which was sustainable in the 
federal court only by virtue of diversity of citizenship.“ The district court found 
infringement upon the basis of federal precedents and the circuit court of appeals 
reversed without opinion.” There was a dissent by Judge Clark who utilized lead- 
ing English authorities upon the subject to support his views of infringement.” 

Although the petitioner did not advance the federal court’s failure to apply the 
applicable local law as a basis for granting certiorari, the Supreme Court itself, in 
allowing review, asked counsel to express their views as to “.. . whether State law 


governs, and, if so, what the applicable State law is.”“ In spite of this explicit 
indication of the Court’s interest in the question, neither party in its brief or upon 
oral argument urged anything but the application of general federal law. 

The per curiam opinion of the Court reveals that, acting under a misapprehen- 
sion that infringement of a registered mark was involved, it had granted certiorari 


ce 


. in order to determine whether local law or federal law should have been 
applied in a suit for infringement of a trade-mark registered under the Trade-Mark 
Act of 1905... .””* Upon an examination of the original exhibits “not printed in 
the record” and the petitioner’s brief, the Court discovered that there was no regis- 
tration under the Trade-Mark Act and hence concluded: 


The only cause of action that this record could possibly support is for unfair competition 
and common law “trade-mark infringement,” to which local law applies. See Fashion 
Guild vy. Trade Commission, 312 U. S. 457, 467, 468. . . .78 


20. 62 Sup. Ct. 853 (1942). 


21. Although plaintiff in his pleading also predicted jurisdiction on the trade-mark laws, the 
Court found the mark had not been registered and that no claim was proven with respect to the 
plaintiff’s copyrighted label. Hence diversity of citizenship remained the only basis of federal 
jurisdiction. See infra p. 962. 

22. 122 F. (2d) 318 (C. C. A. 3rd, 1941). 

23. Id. at 319. 

24. 62 Sup. Ct. 182 (1941). 

25. 62 Sup. Ct. 853 (1942). 

26. Ibid. 
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The Fashion Guild case” had contained only cryptic dicta so far as the broad 
question of the relation of the field of trade-marks and unfair competition to “local 
law” was concerned: Indeed, the Pecheur decision itself can only be fully compre- 
hended in the light of the background which we have sketched.” 

Although the search for the “applicable local law” is a task that now confronts 
the federal courts in all types of cases within the sphere of the Erie rule, trade-mark 
and unfair competition cases will undoubtedly present particularly difficult problems 
in this respect. The recent case of Addressograph-Multigraph Corporation v. 
American Expansion Bolt & Mfg. Co.,” furnishes a convenient starting point for 
discussion not only of this phase, but many other aspects of the relationship between 
the Erie doctrine and the law of trade-marks and unfair competition. 

The main issue in that case involved a claim of appropriating, on a national scale, 
an allegedly novel system of mechanically addressing business forms, the heart of 
plaintiff's charge of unfair competition being defendant’s sale of blank plates which 
could be used in conjunction with the plaintiff’s mechanical addressing machines. 

The lower court found all the issues of unfair competition in favor of the plain- 
tiff. The circuit court of appeals in its decision, rendered some months before that 


of the Supreme Court in the Pecheur case, posed the issue before it in the following 
language : 


It appears that the lower court decided the case upon general Federal law. . . . We are, 
therefore, at the threshold of our consideration met with defendant’s contention that under 


Erie R. Co. v. Tompkins, 304 U. S. 64, ... the law of the state, as announced by its courts, 


27. Fashion Originators’ Guild of America, Inc. v. Federal Trade Commission, 312 U. S. 
457 (1941). The case involved the validity of a Federal Trade Commission order directing the 
Guild to desist from certain alleged monopolistic practices. The Guild urged that the practices 
were necessary to prevent style pirating and dress design copying. In rejecting the argument 
Mr. Justice Black made the following comment (p. 468) : 

“Nor can the unlawful combination be justified upon the argument that systematic copying 

of dress designs is itself tortious, or should now be declared so by us. Jn the first place, 

whether or not given conduct is tortious is a question of state law, upon our decision in 

Erie R. Co. v. Tompkins. ... In the second place, even if copying were an acknowledged 

tort under the law of every state, that situation would not justify petitioners in combining 

together to regulate and restrain interstate commerce in violation of federal law.” 

28. A number of courts, in unfair competition and trade-mark cases, had anticipated the re- 
sult in the Pecheur case, relying merely upon the Erie and Ruhlin decisions. See Addressograph- 
Multigraph Corp. v. American Expansion Bolt & Mfg. Co., 124 F. (2d) 706, 708 (C. C. A. 7th, 
1941), discussed infra, p. 963 ff.; Socony-Vacuum Oil Co., Inc. v. Rosen, 108 F. (2d) 632, 635 
(C. C. A. 6th, 1940) ; National Distillers Producers Corp. v. K. Taylor Distilling Co., Inc., 31 
F. Supp. 611, 615 (E. D. Ky., 1940). 

The cardinal importance which the present Supreme Court attaches to the Erie doctrine may 
clearly be seen by comparing its rigorous insistence upon the application of the “appropriate 
local law” in the Pecheur case, in spite of the agreement of counsel that general law applied and 
should apply, with the handling of a similar question by the court in the Shredded Wheat case 
[Kellog Co. v. National Biscuit Co., 305 U. S. 111 (1938)], only three and a half years before. 
In that case, decided on the basis of general principles, Mr. Justice Brandeis remarked in a foot- 
note at the opening of his opinion (p. 113, n. 1): 

“The federal jurisdiction rests upon diversity of citizenship—National Biscuit Company 

being a New Jersey corporation and Kellogg Company a Delaware corporation. Most of 

the issues in the case involve questions of common law and hence are within the scope of 

Erie R. Co. v. Tompkins. . . . But no claim has been made that the local law is any different 

from the general law on the subject, and both parties have relied almost entirely on federal 

precedents.” 


29. 124 F. (2d) 706 (C. C. A. 7th, 1941), cert. denied, 62 Sup. Ct. 1270 (1942). 
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must be given effect, and that by such law, no cause of action was stated or proved. Plain- 
tiff feebly responds to this argument by calling attention to the fact that neither of the 
parties relied upon the Erie case in their briefs filed with the Master, and for this reason 
it should not be considered here. It further argues that the case, by its very nature, is and 
should be an exception to the rule therein announced. Neither contention is plausible.*° 


The court then applied the rule of numerous Supreme Court decisions which 
have directed the federal courts in their search for “local law” under the Erie 
doctrine not to disregard decisions of state courts merely because they are not 
those of the highest court of the state.** Thus the court relied upon an Illinois 
intermediate appellate court decision as sustaining the view that the defendant’s 
acts did not constitute unfair competition, although it was urged that the United 
States Supreme Court decision in the /nternational News Service case ** supported 
the lower court decree in favor of the plaintiff. We need not here concern our- 
selves with the correctness of the circuit court of appeals’ interpretation of the 
International News case or the need for its reliance upon the Illinois decision dis- 
approving of that case.* 

Of greater importance for our present purpose is the manner in which the court 
dealt with the plaintiff’s claim that the unfair competitive acts occurred in states 
other than Illinois and hence should be governed by the laws of those states rather 
than by the Illinois law. The orders for the blank plates had been secured by sales- 
men operating in many states. The court accepted the plaintiff’s contention that 


under the Supreme Court decision in Klaxon Co. v. Stentor Electric Mfg. Co.* the 
conflict of laws rules of the state in which the federal court is sitting must be applied 
by that court where the local court would apply such a rule. Even acting on this 
basis, however, the circuit court reached the conclusion that the local Illinois rule 
governed the case before it. The technique used at arriving at this result merits 
careful consideration. 


We understand in Illinois the conflict of laws rule requires the application of the law of 
the State where the wrong 1s consummated... . 

. .. plaintiff invokes the rule on the theory that the unfair competitive acts occurred in 
states other than Illinois. 


30. Id. at 708. 

31. Fidelity Union Trust Co. v. Field, 311 U. S. 169 (1940) ; West v. American Telephone 
& Telegraph Co., 311 U. S. 223 (1940) ; Six Companies of California v. Joint Highway District, 
311 U. S. 180 (1940); Stoner v. New York Life Insurance Co., 311 U. S. 464 (1940). See 
infra, p. 967, for a discussion of these cases in relation to the freedom of the federal courts with 
respect to state court decisions. 

32. International News Service v. Associated Press, 248 U. S. 215 (1918). Callmann, He 
Who Reaps Where He Has Not Sown; Unjust Enrichment in the Law of Unfair Competition 
(1942), 55 Harv. Law Rev. 595, offers a treatment of the decisional law and trends since the 
International News Service case. 

33. The facts of the case do not appear to warrant its being brought under the /nternational 
News Service case, and there would seem to be little basis for the court drawing the sharp dis- 
tinction it did between Illinois and federal law. See Callmann, supra note 32. 

34. 313 U. S. 487 (1941). The important questions raised by the case are carefully con- 
sidered in Note (1941), 41 Columbia Law Rev. 1403; Walter W. Cook has a critical and dis- 
cursive treatment of the application of the Erie doctrine to conflicts of laws problems in his 
article, The Federal Courts and the Conflict of Laws (1942), 36 Illinois Law Rev. 493. 
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. . . the main charge of unfair competition was a misappropriation by the defendant of 
plaintiff's business system. The essential element of this alleged wrong was the manu- 
facture and sale by the defendant of plates for the purpose of use in certain machines manu- 
factured and sold by the plaintiff. Defendant's place of business was in Illinois where it 
received and filled orders for such plates. The wrong, if such it be, was the sale in 
Illinois for the use indicated. In our judgment, there is no merit in plaintiff’s argument 
that no wrong was committed until the plates were actually used in a foreign state.** 


It is readily apparent that such a concept as the “place of the wrong,” which is 
the traditional conflict of laws rule,® is apt to assume a Pandora-like character when 
applied to cases where a course of conduct or its effects, or both, does not occur in 
one state but is spread over many states.” 

Where is the “place of the wrong” if goods are manufactured in one state and 
sold to the public in another? What happens if, under the law of the state where 
goods are manufactured they constitute unfair competition or bear an infringing 
mark, but under the law of the state where they are competitively sold to the public, 
such claims are not sustainable? And assuming a converse state of legal rules, 
what is the “appropriate local law” ? 

Is the answer to these questions to depend, as the Addressograph case indicates, 
upon the law of the state where the sale by the manufacturer is completed, even 
though the orders are solicited by salesmen operating in many states? Such a rule 
might make a plaintiff’s rights vary with: 


(a) his manufacturing, selling, and merchandising methods and those used 
in connection with the alleged unfair infringing article; 

(b) whether the defendant is the manufacturer, wholesaler or retailer of the 
article in question and the scope of his operations. 


Considering the interrelation between these two factors, any of the following possi- 
bilities may result : 


(1) manufacturer and all of his customers unrestrained ; (2) manufacturer 
unrestrained although some or all of his customers are subject to liability ; 
(3) manufacturer and all his customers restrained; (4) manufacturer re- 
strained although some or all of his customers are perfectly free to sell the 
allegedly unfair infringing article. 


35. 124 F. (2d) 706, 709 (C. C. A. 7th, 1941); cf. Folmer Graflex Corp v. Graphic Photo 
Service, 44 F. Supp. 429 (D. C. Mass. 1942) (validity of a registered trade-mark, as well as 
secondary meaning and unfair competition, determined by law of state where defendant did local 
business although plaintiff did a national business of which only a small part was done in 
particular state), discussed infra, p. 977. Cf. Black, Yates, Inc. v. Mahongany Ass'n, Inc., 
C. C. A. 3d, June 10, 1942. 

36. The Restatement, Conflict of Laws (1934), § 378, states the rule: “The law of the place 
of wrong determines whether a person has sustained a legal injury.” See, also, §§ 383, 384. 
Sec. 388 captioned “Defenses” reads: “If there is a defense on the merits to the plaintiff’s claim 
by the law of the place of wrong, no recovery can be had on the claim in another state.” 

37. W. W. Cook analyzed and illuminated the general topic in Tort Liability and the Con- 
flict of Laws (1935), 35 Columbia Law Rev. 202. Professor Chafee, anticipating the applica- 
tion of the Erie rule to common law trade-mark and unfair competition action, has indicated the 
complexities likely to confront courts and counsel. See Unfair Competition (1940), 53 Harv. 
Law Rev. 1289, 1299, 1301. 
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It is important to realize, however, that the source of these nightmares for 
counsel and conundrums for courts is not the mere application of the Erie doctrine 
to the field of common law trade-marks and unfair competition. The difficulties 
are inherent in the nature of traditional conflicts rules which were not formulated 
to meet situations where modern methods of manufacture and distribution involve 
many states rather than one or two. The Pecheur and Klaxon cases have focused 
the attention of courts and counsel upon the existence of these problems by direct- 
ing the application of the “appropriate local law” including local conflict of laws 
doctrines. The Supreme Court has brought to life volcanoes that existed, but were 
peacefully dormant, and which now may erupt in such a manner as to create a chaotic 
condition in our present-day interstate economy. These possibilities may not be- 
come actualities, however, owing to the operation of other factors that have become 
significant as the Erie doctrine has evolved. 

The first of these is the relative freedom of the federal courts with respect to 
local law. Repeatedly, courts, that have had their decisions reversed for failure to 
apply local law, have adhered to their original decisions, declaring that there were 
no contrary local cases in point.** The position of the federal courts with respect 
to local law is that of trying to arrive at the same decision it thinks the state courts 
would reach if they had the same issue before them. The entire body of jurispru- 
dence upon which the state courts would draw is the material out of which the 
federal court is free to mold its decisions.” Like the state courts, it is bound only 
by stare decisis, and the flexibility for the exercise of judicial technique which that 
doctrine allows—as Llewellyn’s writings have so repeatedly emphasized,* and which 
every lawyer who has tried to find non-distinguishable cases knows at first hand—is 


amply demonstrated by the decisions that have come from the federal courts since 
the Erie case. 


38. E.g., New York Life Ins. Co. v. Jackson, 304 U. S. 261 (1938), reported on remanding 
in 98 F. (2d) 950 (C. C. A. 7th, 1938), cert. denied, 305 U. S. 640 (1938) (“Since it appears that 
the precise question has never been presented to the Missouri courts, we have no choice but to 
consider the question as we previously considered it, exercising an independent judgment with 
respect to the issues presented.” 98 F. (2d) at 952); Mutual Benefit Health & Accident Ass'n 
v. Bowman, 304 U. S. 549 (1937), reported on remanding in 99 F, (2d) 856 (C. C. A. 8th, 
1938), cert. denied, 306 U. S. 637 (1939) (“Under the rule of stare decisis the language and 
general expressions in an opinion should be limited to the particular facts. .. . They should not 
be extended beyond that for any purpose of authority in another or different case,” 99 F. (2d) 
at 858). Other excellent illustrations of the federal courts’ freedom to exercise independent 
judgment when there are no local cases “in point” or “contrary” are: Egyptian Supply Co. v. 
Boyd, 117 F. (2d) 608, 612 (C. C. A. 6th, 1941) ; American Life Ins. Co. of Ala v. Hutcheson, 
109 F. (2d) 424 (C. C. A. 6th, 1940), cert. denied, 310 U. S. 625 (1939) ; De Long v. Jefferson 
Standard Life Ins. Co., 109 F. (2d) 585, 586 (C. C. A. 5th, 1940), cert. denied, 310 U. S. 635 
(1940) ; Travelers Indemnity Co. v. Plymouth Box & Panel Co., 99 F. (2d) 218, 223 (C. C. A. 
4th, 1938) ; Paddleford v. Fidelity & Casualty Co., 100 F. (2d) 606, 612 (C. C. A. 7th, 1938), 
cert. denied, 306 U. S. 664 (1938) ; the cases cited and discussed infra notes 41 and 42 are likewise 
relevant here. 

39. The opinion of Judge Goodrich in Stentor Electric Mfg. Co., Inc. v. Klaxon Co., 125 F. 
(2d) 820 (C. C. A. 3d, 1942), cert. denied, 62 Supp. Ct. 1284 (1942) (after the remanding of 
the case [313 U. S. 487 (1941)] for failure to apply local law in conflicts situation) is a master- 
piece of judicial technique and affords a brilliant example of a federal court’s ascertainment of 
local law. 

40. E.g., The Bramblebush (1930), pp. 61-66. 

41. In addition to the Mutual Benefit Health & Accident and Stentor Electric Mfg. Co. 
cases, discussed supra notes 38 and 39 respectively, the following cases applying the Erie doctrine 
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Even when there is a state decision squarely in point—although not rendered 
by the highest courts of the state—the Supreme Court has merely declared that 
they must be followed by the federal courts only “in the absence of more convincing 
evidence of what the state lawis.”** Here then there is no curtailment of the judicial 
techniques available to the federal courts, as Professor Corbin feared, but rather 
a requirement that they be used in a manner that will show a conscious and deliberate 
recognition of their utilization, as well as their justification in the particular case. 
Save that the federal courts cannot themselves reverse decisions of the highest state 
courts,“ there is nothing in the numerous Supreme Court cases dealing with the as- 
certainment of local law that restrains a federal court from fashioning its decision 


from all the varied sources drawn upon by the courts of the particular state in 
reaching their decisions.* 


This freedom of the federal courts in relation to the decisions of state courts is 
particularly significant from the standpoint of the relation between the Erie doctrine 
and the law of trade-marks and unfair competition. While as Circuit Judge Good- 
rich has demonstrated,** there are many gaps in the decisional law of the states, 


demonstrate the scope of freedom allowed under stare decisis: Lockhart v. Garden City Bank & 
Trust Co., 116 F. (2d) 658 (C. C. A. 2nd, 1940) ; Buder v. New York Trust Co., 107 F. (2d) 
705 (C. C. A. 2nd (1939), cert. denied, 309 U. S. 677 (1940) ; Hagan & Cushing Co. v. Wash- 
ington Water Power Co., 99 F. (2d) 614 (C. C. A. 9th, 1938) ; Bank of California v. American 
Fruit Growers Ass'n, 41 F. Supp. 967 (D. Wash. 1941). Of course, the courts’ handling of stare 
decisis varies; examples of broad application given to state court views are: Grand Trunk 
Western R. Co. v. H. W. Nelson, 118 F. (2d) 252 (C. C. A. 6th, 1941) ; Yoder v. Nu-Enamel 
Corp., 117 F. (2d) 488 (C. C. A. 8th, 1941). 

42. Fidelity Union Trust Co. v. Field, 311 U. S. 169, 177 (1940) (per Hughes, C. J.). 
Stone, J., has used the classic language “State law is to be applied in the federal as well as the 
state courts and it is the duty of the former in every case to ascertain from all the available data 
what the state law is. ... Where an intermediate appellate state court rests its considered judg- 
ment upon the rule of law which it announces, that is a datum for ascertaining state law which is 
not to be disregarded by a federal court unless it is convinced by other persuasive data that the 
highest court of the state would decide otherwise.” West v. American Tel. & Tel. Co., 311 
U. S. 223, 237 (1940). Similarly other decisions, requiring that lower state court decisions 
squarely in point be followed, contain qualifying clauses, ¢.g., in the absence of more convincing 
evidence ; see Six Companies v. Joint Highway District, 311 U. S. 180, 188 (1940); Stoner v. 
New York Life Ins. Co., 311 U. S. 464, 467 (1940). These decisions were occasioned by the 
federal courts disregarding state court cases squarely in point—in numerous instances between 
the same parties and on the same issues presented in the federal courts but not res judicata be- 
cause not final judgments of the state; and it was this blanket refusal to consider lower state 
court cases that the Supreme Court sought to end rather than put the federal courts into the 
position of straightjacketed automatons. 

43. Corbin, The Laws of the Several States (1941), 50 Yale Law J. 762. For comments 
upon the Supreme Court cases discussed by Professor Corbin see note 42 supra and note 44 infra. 
The cases in notes 38, 39 and 41 serve to dissipate the fears raised by Corbin. 

44. To this extent the federal courts are not as free as the state supreme courts who can 
reverse their own decisions. But perhaps this restraint may have been necessary to prevent 
the federal courts from completely disregarding state court decisions. Look at the number of 
decisions the Supreme Court felt obliged to render to compel the federal courts to pay proper 
attention to lower state court decisions admittedly squarely in point; see note 42 supra. 

45. See, e.g., cases cited supra notes 38, 41, and Judge Goodrich’s opinion in Stentor Electric 
Mfa. Co., Inc. v. Klaxon Co., 125 F. (2d) 820 (C. C. A. 3rd, 1942), cited supra note 39; the 
decision of the Supreme Court in Wichita Royalty Co. v. City National Bank, 306 U. S. 103 
(1939), is not contrary, but dealing with a unique situation, goes no further than preventing the 
federal courts from overruling decisions of the highest state court squarely in point, rendered in 
the same litigation between the same parties before its removal to the federal courts. 

46. Goodrich, Mr. Tompkins Restates the Law (1941), 27 A. B. A. J. 547. Cf. Cook, The 
Federal Courts and the Conflict of Laws (1942), 36 Illinois Law Rev. 493, 528, concluding: “To 
one acquainted with the chaos of decisions . . . dealing with the conflicts of laws, it seems likely 
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probably in no other field are the gaps as large or as widespread. Thus the very 
inability of the decisional law of the various states to provide the federal courts with 
adequate guidance for the resolution of the different issues that arise in the course 
of trade-mark and unfair competition suits will result in the continued preservation 
of the federal law in this field. Furthermore, the extent to which state court de- 
cisions have relied upon federal precedents and doctrines“ serves to justify the 
federal courts’ future reliance upon them. Finally, the very fact that the decisions 
in this type of litigation depend so largely upon questions of fact** will often serve 
to make state court precedents inapplicable or distinguishable, leaving the federal 
courts free to utilize the traditional federal common law. 

A second factor that may serve to minimize the difficulties and uncertainties in 
the application of the Erie case to the field of trade-marks—although it offers little 
hope in that respect in so far as claims of unfair competition are concerned—is the 
process of resurrecting the “federal common law.” This has been a development 
co-ordinate with the enunciation and expansion of the Erie doctrine and, we be- 
lieve, it embraces within it all issues involving marks registered under the Trade- 


Mark Acts of either 1905 or 1920; in short, most of the marks used in interstate 
commerce. 


II. Areas From WHICH THE Erie Doctrine Has BEEN EXCLUDED 


On the very same day that Mr. Justice Brandeis declared “There is no federal 


general common law,” he also delivered the opinion of the Court in Hinderlider v. 
LaPlata River Ditch Co., where he stated the issue before the Court and the basis 
for resolving it in the following language: 


. .. whether the water of an interstate stream must be apportioned between the two States 
is a question of “federal common law” upon which neither the statutes nor the decisions 
of either State can be conclusive. . . . Jurisdiction over controversies concerning rights 
in interstate streams is not different from those concerning boundaries. These have been 
recognized as presenting federal questions.™ 


“Federal common law” in this realm was allowed to continue its existence with- 
out aid of Congressional statute and with nothing more affirmative in the Constitu- 
tion to support it than the grant of jurisdiction over interstate disputes.” The 


that in many cases conflicting precedents will be found in the decisions of the state courts in the 
State in which the federal court is sitting. ... When this is the case, the federal court using ‘all 
the available evidence’ will have to choose applicable theory. It will thus find itself in a position 
not so different as might be supposed from that in which it would have been had the doctrine of 
the Tompkins case not been extended to cases in the conflicts of laws.” 

47. E.g., the recent case of Coca Cola Co. v. Nehi Corp., 25 A. (2d) 364 (Dela. Ch. 1942). 

48. See, e.g., American Steel Foundries v. Robertson, 269 U. S. 372, 381 (1925) ; Colburn v. 
Puritan Mills, 108 F. (2d) 377, 378 (C. C. A. 7th, 1939) ; Glenmore Distilleries Co. v. National 
Distillers Products Corp., 101 F. (2d) 479, 480 (C. C. A. 4th, 1939), cert. denied, 307 U. S. 632 
(1939). 

49. Erie Railroad Co. v. Tompkins, 304 U. S. 64, 78 (1938). 

50. 304 U. S. 92, 110 (1938). 

51. See Note, Application by Federal Courts of State Rule on Conflicts of Laws (1941), 41 
Columbia Law Rev. 1403, 1413. The Hinderlider case offers no express constitutional basis for 
excluding the Erie doctrine but merely concludes that the issue presented a “federal question” 
and hence was governed by “federal common law” without even mention of the Erie case. The 
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raison d’étre of federal law is a realization that the federal nature of our Union 
necessitates that these interstate aspects be covered by national common law rather 
than that of any particular state.’ Likewise, the balancing of national and state 
interests will serve to explain the exclusion—in the Erie case itseli—of matters 
“governed by the Federal Constitution, or by Acts of Congress,” from determina- 
tion by reference to state law. Only by recognizing the supremacy of federal law 
in these fields can their national character be preserved, and hence even the state 
courts must apply the federal rules in those areas, thereby creating uniformity in the 
declaration and enforcement of national policies.™ 

Thus the federal courts since the Erie case, have not deviated from their previ- 
ous rule, that the meaning of such terms as “due process” or impairment “of obliga- 
tion of contract,” are questions which they are free to resolve independently of state 
law.” Similarly, the construction of language used in federal statutes has been 
held to be a matter of federal, not local law.” 

Furthermore, the trend of decisions indicates that if there is a statutory frame- 
work, there are almost endless opportunities for the continued application of federal 
common law as the source of rules not only for those matters directly within the 
legislative enactment, but of cognate and interstitial issues as well. Illustrative is 
the decision in O’Brien v. Western Union Telegraph Co.™ 


leading case cited by Justice Brandeis, Kansas v. Colorado, 206 U. S. 46 (1907), referred only 


to the constitutional grant of judicial power (Art. III, §§ 1, 2) and the political necessity for a 
federal rather than a state rule, see infra, note 52. 

52. As Mr. Justice Brewer so realistically stated in Kansas v. Colorado, 206 U. S. 46, 97 
(1907) : “One cardinal rule underlying all the relations of the states to each other is that of 
equality of right .. . whenever . . . the action of one state reaches through the agency of natural 
laws, into the territory of another state, the question of the extent and the limitations of the 
rights of the two states becomes a matter of justiciable dispute between them and this court is 
called upon to settle that dispute. . . . Jn other words through these successive disputes and 
decisions this court is practically building up what may not improperly be called interstate com- 
mon law.” 


53. 304 U. S. 64, 78 (1938). 


54. E.g., in the interpretation and application of federal statutes, state as well as federal 
courts have traditionally been bound by federal decisional law with review thereof by the 
Supreme Court. Chesapeake & Ohio R. R. Co. v. Kuhn, 284 U. S. 44 (1931) (Federal Em- 
ployers’ Liability Act) ; Louisville & Nashville Railroad Co. v. Layton, 243 U. S. 617 (1917) 
(Safety Appliance Act); St. Louis 1. M. & S. Ry. v. Taylor, 210 U. S. 281 (1908) (Safety 
Appliance Act). See also note 64 infra. 

55. Tublite v. Hirschfeld, 118 F. (2d) 29 (C. C. A. 2nd, 1941) (“As this decision does not 
declare local law but rests on what is due process, we are not constrained to follow it”) ; Irving 
Trust Co. v. Day, 62 Sup. Ct. 398 (1942); cf. the views of Mr. Justice Jackson in D’Oench, 
Duhme & Co. v. Federal Deposit Ins. Corp., 62 Sup. Ct. 676 (1942) at 685-686, especially n. 9. 

56. Among the most noteworthy of such decisions, in addition to those considered in the text, 
are: National Candy Co. v. Federal Trade Commission, 104 F. (2d) 999 (C. C. A. 7th, 1939), 
cert. denied, 308 U. S. 610 (1939) (meaning of “unfair competition” in Federal Trade Commis- 
sion Act) ; Weil v. United States, 115 F. (2d) 999 (C. C. A. 2nd, 1940), cert. denied, 313 U. S. 
574 (1941) (construction of U. S. tax statute; reached result contrary to that of New York 
courts construing identical language in state tax act) ; Federal Deposit Ins. Corp. v. Tremaine, 
37 F. Supp. 177 (S. D. N. Y. 1940) (the meaning of “public money” in the National Banking 
Act). Of course, a federal statute may be interpreted as leaving certain questions to be de- 
termined under local law; see, e¢.g., Dayton & Michigan R. Co. v. Commissioner of Internal 
Revenue, 112 F. (2d) 627, 630 (C. C. A. 4th, 1940) ; Smapson v. Welch, 23 F. Supp. 271 (S. D. 
Cal. 1938) ; Note, Application by Federal Courts of Federal Rules on Conflict of Laws (1941), 
41 Columbia Law Rev. 1403, 1415. 

57. 113 F. (2d) 539 (C.C. A. Ist, 1940). 
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The recent decision of D’Oench, Duhme Co. v. Federal Deposit Insurance 
Corp.” represents not only a farther extension of the applicable area for the play 
of federal law, but raises fundamental questions concerning the entire scope of the 
Erie doctrine, as depending upon the various bases of federal jurisdiction. Although 
there was no specific statutory prohibition of the purpose for which the promissory 
note sued on was given, the majority found a federal question to be involved through 
the retroactive application of a general policy declared to exist, in the federal bank- 
ing laws, against unenforcible notes.” 


(To be continued.) 


ECUADORAN DECREE FACILITATES TRADE-MARK PROTECTION 


Heretofore it has been necessary, before registering trade-marks used on chemical 
and pharmaceutical products in Ecuador, to obtain permission from the General Ad- 
ministration of Health, thus greatly delaying the importation of such products and 
the protection of the corresponding trade-marks. We are indebted to our Associate 
Editor, Mr. Herbert Langner, for the following translation of a Presidential Decree, 
issued in Quito on July 17, 1942, which will be self-explanatory : 


Whereas, Article 20 of the Supreme Decree No. 159 of August 9, 1937, wherein there 
is required prior permission from the General Administration of Health of the Republic 
for recordal and registration of trade-marks relative to chemical and biological products 
and pharmaceutical specialities, is not sufficiently clear ; 

The purpose of such decree was to “exercise ample control over the introduction, sale 
and advertising” of such products, but not to place obstacles in the way of registering the 
corresponding trade-marks ; 

The lack of clarity in said Article has caused considerable losses to the National 
Treasury in view of the difficulties thus created for the registration of such marks, which 
registration, moreover, does not authorize introduction, sale and advertising, which do, 
indeed, have to be preceded by permission from the General Administration of Health of 
the Republic ; 

The General Administration of Health, which has been consulted, is of the opinion that 
the public health is in no way endangered by the registration and recordal of such trade- 
marks, provided there is maintained the requirement of a permit from the General Admin- 
istration of Health prior to the introduction, sale and advertising of chemical and biological 
products and pharmaceutical specialities. 

Making use of the extraordinary powers invested in him, in accordance with Decree 
September 22, 1941, sanctioned on the 26th of the same month and year. 


Decrees 


Art. 1. Article 20 of the Supreme Decree No. 159 of August 9, 1937, does not signify 
a prohibition against the registration and recordal of trade-marks for chemical and 


58. 62 Sup. Ct. 676 (1942). Several other cases involving national banks have likewise 
applied federal and not state law in resolving issues not expressly covered by the statute. 
Deitrick v. Greaney, 309 U. S. 190 (1940) ; City of Yonkers v. Downey, 309 U. S. 590 (1940) ; 
Rawlings v. Ray, 312 U. S. 96 (1941) ; Cannon v. Dixon, 115 F. (2d) 913 (C. C. A. 4th 1940). 
But cf. the earlier cases: Wichita Royalty Co. v. City National Bank, 306 U. S. 103 (1939) ; 
National Bank v. Seaborn, 99 F. (2d) 482 (C. C. A. 9th, 1938) ; Reconstruction Finance Corp. 
v. O’Keefe, 98 F. (2d) 820 (C. C. A. 3rd, 1938) ; Schram v. Poole, 97 F. (2d) 566 (C. C. A. 9th, 
1938) ; Schram v. Smith, 97 F. (2d) 662 (C. C. A. 9th, 1938). 

59. Columbia Law Review, June, 1942. 
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biological products and pharmaceutical specialties, but refers to the introduction, sale and 
advertising thereof, and to the permits to precede such acts. 

Art. 2. For the importation, sale, and advertising of such products, it will be oblig- 
atory first to obtain a certificate from the General Administration of Health and to 
fulfill all the other requirements demanded by the said Supreme Decree. 

Art. 3. The Minister of Agriculture and Industry, Trade-Marks, etc., and the 
Minister of Social Welfare and Health are entrusted with the execution of the present 
Decree. 

Given in the National Palace, in Quito, on July 17, 1942. 

(Signed) C. A. Arroyo pet Rio, 
Constitutional President of the Republic. 
Dr. Ricarpo Crespo ORDONEZ, LeopoLpo N. CHAVEZ, 
Minister of Agriculture. Minister of Social Welfare. 


BOOK REVIEW 


“A Treatise on the Law of Food, Drug and Cosmetics,” by H. A. Toulmin, Jr., pub- 
lished by the W. H. Anderson Company, Cincinnati, Ohio, 1942. $17.50. 


In a letter to the author of this book, the Hon. Paul M. McNutt expresses the 
opinion that the book will be of value to students of laws regulating the food, drug 
and cosmetic industries. We would like to add that the book will be of particular 
interest and help to trade-mark attorneys who are confronted with the manifold 
problems arising under the Food, Drug and Cosmetic Acts of 1938. Mr. Toulmin’s 
book constitutes the first effort to gather all pertinent material in one volume and to 
make available to the practitioner, in handbook form, the mass of legislative and 
case material which has already been developed in this field. 

Part II of the book is devoted to a description of the administrative procedure 
under the new Act, while Part III deals with the important subject of false adver- 
tising of foods, drugs and cosmetics under the recent amendment to the Federal 
Trade Commission Act. 

The attention of trade-mark attorneys is called particularly to Part III, Chapter 
23, dealing with the patent and trade-mark aspects of foods, drugs and cosmetics. 
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